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PREFACE UW 


This publication summarizes a study of 
manufacturing trade in Canada, pub- 
lished by the Government of Canada in 
the interest of contributing to public 
discussion. 


Copies of the full text of Trade Realities 
in Canada and the Issue of ‘‘Sovereignty- 
Association” may be obtained by writing 
to: 


Canadian Unity Information 
Office 

P.O. Box 1986, Station B 
Ottawa, Ontario 

K1P 6G6 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https ://archive.org/details/31761116351248 


Trade Realities in Canada and the 
Issue of 
“‘Sovereignty-Association” 


Introduction 


The Government of Quebec and the Parti 
Québécois are advocating a new national 
status for the Province of Quebec. They 
call it ‘‘“sovereignty-association.”’ 


It is difficult to discuss this concept in 
detail at this stage, because those who 
advocate ‘“‘sovereignty-association’”’ have 
yet to explain exactly what it means or 
what the implications might be. However, 
“sovereignty” presumably would mean 
political independence for Quebec, while 
“‘association’”’ would involve continued 
economic and trading relationships with 
the nine remaining provinces of Canada. 


The idea may have surface appeal. It sug- 
gests that Quebec could drop out of the 
Federation, and yet carry on business as 
usual without incurring the full economic 
price of independence. Clearly, however, 
there are a great number of questions 
that cast doubt on the viability of the 
proposal. 


Would an independent Quebec have its 
own currency? Is it realistic to expect that 
a divided Canada would continue to have 
a common tariff policy? What sort of 
political and institutional structures would 
be required to permit management of the 
economic association in a manner satis- 
factory to both Quebec and Canada? 
Would the political and institutional struc- 
tures be much different from a federal 
system of government? Is it practical to 
expect that sovereignty-association would 
be an effective means for overcoming 
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problems of intergovernmental co-ordina- 
tion, consultation and duplication? Would 
the proposed fundamental changes in 
political and economic structures enhance 
living standards or the quality of life? 


This line of questioning should cause one 
to reflect seriously on the credibility of the 
concept of sovereignty-association. More- 
over, it should be noted that these ques- 
tions are based on the assumption that 
the other provinces would find it in their 
interests to carry on business as usual 
with an independent Quebec. Advocates 
of sovereignty-association point to the 
high degree of economic integration that 
already exists in Canada—especially be- 
tween Quebec and Ontario—and they 
argue that commercial interests would 
dictate business as usual. 


This reasoning, however, has been reject- 
ed by community leaders in the rest of 
Canada. The premiers of the four Western 
provinces, meeting in Brandon, Manitoba, 
last year, put it this way in their final 
communique: 


The premiers firmly rejected the concept of 
‘independence with economic association’, 
believing it to be neither in the economic 
interests of Western Canada nor in the broad- 
er interests of Canadians as a whole. The 
strength of Canada and the rationale for 
Canada is founded upon each of the regions 
complementing one another and balancing the 
weaknesses and strengths. These conditions 
change over time and sacrifices are involved 
but the commitment to one country is essen- 
tial if the benefits of Confederation are to 
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endure over time and through all circum- 
stances. 


Premier William Davis of Ontario stated 
his position in these words: 


It would be absolutely foolhardy for the gov- 
ernment of Quebec to believe that it could 
have both independence and economic asso- 
ciation with the rest of Canada. 


Business leaders have also challenged the 
notion that economic interests would 
favour a negotiated association. Pierre 
Nadeau, chairman and_ president. of 
Petrofina Canada Ltd., has spoken out 
forcibly against such a view: 


The independence of Quebec, in my opinion, 
would bring about a climate of ‘everyone for 
himself’ from one ocean to the other. Sol very 
strongly doubt the chances of success of a 
real economic association with the rest of 
Canada. 


In spite of strong assertions such as 
these, sovereignty-association is _ still 
being put forward as a viable compromise 
between outright separation and renewed 
federalism. 


The debate on the future of Canada, of 
course, involves more than the economic 
aspects. There are emotions and commit- 
ments that preclude the dispassionate 
creation of two nations out of one. 
Nonetheless, the economic interests of 
Quebec and the other provinces will be an 
important factor in shaping future rela- 
tions, and they must be considered. 
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The report entitled Trade Realities in 
Canada and the Issue of ‘“‘Sovereignty- 
Association’’ examines one dimension of 
these economic interests—the degree of 
commercial interdependence among the 
provinces as shown by an analysis of 
trade in manufactured goods. The anal- 
ysis is based on Statistics Canada surveys 
of manufacturing shipments for 1967 and 
1974 and on similar studies carried out by 
Quebec over the period 1961-73. 


The following is a summary of major 
points concerning the realities of manu- 
facturing trade in Canada. 


Where the Goods are 
Manufactured 


Most of the manufacturing activity in 
Canada takes place in Ontario and 
Quebec, and it follows that manufacturing 
is a vital factor in the economies of these 
two central provinces. In fact, manufac- 
turing accounts for 70 per cent of 
Ontario’s goods-producing output and 65 
per cent of Quebec’s goods-producing 
output. 


The other provinces rely much more 
heavily on the primary industries, such as 
farming, fishing, forestry, mining, and the 
production of oil and natural gas. 


Manufacturing accounts for less than 30 
per cent of the value of goods produced 
in the West, and only 36 per cent of goods 
produced in the Atlantic region. 


Over the past decade, increasing atten- 
tion has been paid to the regional distri- 
bution of development in Canada, and 
between 1967 and 1974, there were signs 
of some progress toward a better distri- 
bution of manufacturing activity across 
the country. Of 133,000 new manufactur- 
ing jobs created in that period, 38 per 
cent were created in the Atlantic and 
Western regions. 


Bargaining Strengths and 
Weaknesses 

Over the same period, manufacturing ac- 
tivity in Quebec has generally been falling 


behind that of Ontario. Quebec’s share of 
manufacturing employment dropped from 


10 


33.8 per cent in 1961 to 30.6 per cent in 
1976, and output declined from 30.3 per 
cent of the Canadian total to 25.9 per 
cent between 1961 and 1976. This decline 
has occurred in spite of a range of federal 
and provincial industrial incentives 
designed to strengthen the Quebec 
economy. 


Facts and figures indicate that the present 
industrial structure in Quebec puts the 
province in a weak position to negotiate 
an economic association with the rest of 
Canada. 


The weaknesses identified in the report 
include a concentration of labour-inten- 
sive industries related to forest products 
and leather, textiles, knitting mills and 
clothing, which are highly protected by 
tariffs. Modern, high-productivity indus- 
tries are less developed. 


Average productivity of Quebec manufac- 
turing in 1976 was 17 per cent below that 
of Ontario and 13 per cent below the 
Canadian average. 


From a detailed examination of these and 
other factors, it can be shown that in 
selling its manufactured goods Quebec is 
at least four times more dependent on the 
other nine provinces than they are on 
Quebec. 


Because of its weak bargaining position, 
an independent Quebec negotiating with 
the rest of Canada would probably have 
to settle for something much less advan- 
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tageous than what it enjoys now as a 
partner in the Federation. 


There would be dislocations and readjust- 
ments in all regions of Canada, but it is in 
Quebec that the adjustments would be 
the most painful. 


Highlights of the Report’s 
Conclusions 


e An examination of the trade flow in 
manufacturers’ shipments indicates 
that Ontario, the West and the Atlantic 
region make up a much more important 
market for Quebec, than Quebec does 
for the other nine provinces. 


e Quebec exports far more manufactured 
goods to the rest of Canada than the 
rest of Canada ships to Quebec: In 
1974 Quebec experienced a trade sur- 
plus of over $1 billion in manufactured 
goods with the rest of Canada. 


e Quebec’s dependence on markets in 
the other nine provinces increased in 
the 1967-74 period, while the reverse 
was true for the rest of Canada, and 
particularly Ontario. 


e More than 30 per cent of Quebec’s 
manufacturing output is sold in the 
other nine provinces; furthermore, 
these sales account for one-third of 
Quebec’s manufacturing employment. 


e In Quebec’s key industries, an estimat- 
ed 140,000 jobs depend on sales to the 
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other provinces. A healthy provincial 
economy in Quebec is vital to sustain 
another 226,000 manufacturing jobs. 


Any serious dislocation in the manufac- 
turing industries could have a severe 
impact on employment in primary, con- 
struction and service industries that 
support manufacturing. 


The advocates of sovereignty-associa- 
tion argue that the existing inter- 
dependence in trade, particularly be- 


‘tween Quebec and Ontario, would 


guarantee business as usual. However, 
the facts and figures indicate this inter- 
relationship is much more important to 
Quebec than it is to Ontario. More than 
20 per cent of Quebec’s manufacturing 
output was shipped to Ontario in 1974, 
while Ontario sold just 11.8 per cent of 
its manufactured goods to Quebec. 


The key relationship is not between 
Quebec and Ontario, but rather, be- 
tween Ontario and the Western and 
Atlantic provinces. A new Canada of 
Only nine provinces would almost cer- 
tainly mean a fundamental realignment 
of interests among the regions, and 
result in a very different relationship 
between Ontario and Quebec. 


If Quebec were to become independent, 
the other nine provinces could move to 
reduce consumer prices by allowing in 
less expensive imported goods, and 
could act to diversify their own industri- 
al base. 
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Quebec’s large trade surplus in manu- 
factured goods with the rest of Canada 
depends almost entirely on the prov- 
ince’s highly-protected traditional in- 
dustries, especially textiles and cloth- 


ing. 


The present tariff structure is of greater 
benefit to Quebec than to any other 
province; Quebec also benefits from the 
recent imposition of strict quotas on 
imports of clothing and footwear. 


The importance of foreign markets has 
increased considerably for all regions 
except Quebec. 


The report concludes that the people of 
Quebec are, in effect, being asked to vote 


in 
all 
pr 


In 


support of a proposition that would in 
likelihood be rejected by the other nine 
ovinces, for sound economic reasons. 


those circumstances, one could say 


that the choice facing Quebec is outright 
separation and the economic conse- 
quences that would result, or a continuing 
partnership in a renewed Federation. 
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